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ABRAHAM & GAFFNEY, PC.
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3511 Coolidge Road

Suite 100

East Lansing, Ml 48823

[517) 351-6836
FAX: {517} 351-6837

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustess
Charlotte Community Library
Charlotte, Michigan

We have audited the accompanying financial statements of the governmenial activities and the major fund of the
Charlotte Community Library as of and for the year ended June 30, 2008, which collectively comprise the Library's
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the
Charlotte Communrily Library's management.  Qur responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accented in the United States of America,
Those standards require thal we plen and perform the audif to oblain reasonable assurance about whether the
firanciol statements are fres of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial siatements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonabie basls Tor our opinions.

In our opinion, the financial stetements referred to above present fairdy, in all material respects, the respective
financial position of the governmental activities and the major fund of the Charlotte Community Library as of
June 30, 2008, and the respeclive changes in financial position thereof for the year then ended in conformity
with accounting principles generally accepled in the United States of Amaerica.

The management's discussion and analysis and budgetary comparison information, as identified in the table of
contents, are not a required part of the basic financial statements but are supplementary information required by
accounifing principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inguiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it

Ctnofarin. 4 FhoQ@ramn V.

ABRAHAM & GAFFNEY, P.C.
Certified Public Acoountans

October 3, 2008

East Lansing = Rochester Hifls = St Johns



Charlotte Community Library

June 30, 2008

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Charlotte Community Library, we offer this discussion and analysis of the activities of the

Library for the year ended June 30, 2008.

The discussion and analysis of financial performance provides an overview of the Library's financtal activities for
the fiscal year ended June 30, 2008. Please read it in conjunction with the Library's financial statements which

will immediately follow this section.

Financial Highlights

The following represent the most significant financial highlights for the year ending June 30, 2008:

The assets of the Library exceeded its liabilities at the end of the fiscal year by $2,251,776 (net assets)

at the government-wide level.

The Library’s total net assets increased by $179,371 as a result of current year activity at the

government-wide level.

At the close of the fiscal year, the Library’s governmental fund reported a fund balance of $661,568.
Penal fines and donations were slightly higher than anticipated due to the state and national economies.

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net assets and the statement of
activities provide information about the activities of the Charlotte Community Library as a whole and present a
longer-term view of the Library’s finances.

The fund financial statements present a short-term view; they tell us how the taxpayer's resources were spent
during the year, as well as how much is available for future spending. Fund financial statements also report the
operations of the Library in more detail than the government-wide financial statements by providing information
about the Library's General Fund.

The Library as a Whole

The following table shows, in a condensed comparative format, the net assets as of June 30, 2008 and 2007.

Assets
Current and other assets
Capital assets

Total assets
Liabilities
Current liabilities
Noncurrent liabilities

Total liabilities

Net Assets

Invested in capital assets,

net of related debt
Unrestricted

Total net assets

2007 2008
$ 521,376 $ 678,905
1.5682.023 1.601.150
2,103,399 2,280,055
19,335 17,337
11.659 10.942
30,994 28,279
1,582,023 1,601,150
490,382 650.626

$ 2072405 = 32251776



Chartotte Community Library
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2008
As praviously stated, the total net assets of the Charlotte Community Library at the end of this fiscal vear were
$2.251,776. Unrestricted net assets increased by $160,244 to $650,628 as of June 30, 2008,

The following table shows the changes in net assels in a comparative format for the years ending June 30, 2008
and June 30, 2007, respectively.

2007 2008
Revenues
Program revenue:
Charges for services $ 22180 $ 23874
Operating grants and contributions 3.282 128,777
General revenue;
Property taxes 347127 359,805
State Aid - unrestricted 22 957 18,861
Penal Fines 176,701 189,836
interest 18,618 13,3680
Miscellaneous 230 13,870
Totat revenues 581,803 746,873
Program Expenses
Library servicesfoperations 543 537 567,302

Changein Net Assets  § ___48.266 $ 179371

Governmental Activities

The Library's governmental revenues totaled $746,673 with the greatest revenue being property taxes levied by
the library. Property taxes make up approximately 48 percent of total governmental revenue.

The Library incurred expenses of $567,307 during the year. As a special purpose government, all of the
governmental expenses incurred are associated with the library service function.

The Library's Funid

The analysis of the Library's major fund begins on page 3, following the government-wide financial statemeants.
The fund financial siatements provide detalled information about the General Fund, rot the Library as a whole.
The Charlotte Community Library's Board of Trustees may create funds to help manage money for specific
purposes as well as to show accountabilily for certain activities. The Library's only fund for the fiscal year ended
June 30, 2008 was the General Fund,

Information is presented in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balance for the Library. The General Fund is a major funid for the
fiscal year ended June 30, 2008 for financial reporting purposes as defined by GASB Statement #34.

The General Fund pays for the Library’s governmentsal services. The sole service provided during the fiscal
year was library services, which incurred expendiiures of $§587,146 for the fiscal year.

The basic governmental furd financial statements can be found on pages 3 and 5 of this report.

- i -



Charlotte Community Library
MANAGEMENT'S DISCUSSION AND ANALYSIS

June 30, 2008

General Fund Budgetary Highlights

The Library adopts an annual budget for the General Fund. A budgetary comparison statement has been
provided as required supplementary information to demonstrate compliance with this budget.

The Library’'s amended budget shows that a total revenue budget exceeds a total expenditure budget by $6,732.
Actual revenues for the current year totaled $746,673, which is $198,305 higher than budgeted. This favorable
difference is mainly due to $126,777 of donation that was not budgeted and penal fines being $68,133 higher
than budgeted. The total expenditure budget was also $541,637. Actual expenditures for the year totaled
$587,146, which was over the amended budget by $45,509. This variance was mainly due to $63,009 of
building improvements that were not budgeted. The General Fund will therefore increase by only $159,527
instead of the budgeted $6,731.

Capital Assets and Debt Administration

At the end of the fiscal year, the Library had $1,601,150 invested in building and improvements, equipment,
furniture, and collections {net of accumulated depreciation). Additions included $62,142 in buildings and
additions, $8,111 in equipment and furniture, and $50,265 in materials added to the collection (as detailed in
Note C to the financial statements).

No debt was issued during the fiscal year. The Library had no bonded indebtedness at June 30, 2008. The
only long-term liability the Library had at June 30, 2008 was for compensated absences (as detailed in Note D to
the financial statements} in the amount of $10,942. This amount decreased $717 in the current year.

Contacting the Library’s Management

This financial report is intended to provide our citizens, taxpayers, and library users with a general overview of
the Library's finances and demonstrate the Library's accountability for the money it receives. If you have
questions about this report or need additional information, we welcome you to contact the Library's Financial
Office at 226 S. Bostwick, Charlotte, Michigan 48813.
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Charlotte Community Library
STATEMENT OF NET ASSETS

June 30, 2008

ASSETS
Current assets
Cash and cash equivalents
Due from other governmental units

Total current assets

Noncurrent assets
Capital assets, net of accumulated depreciation

TOTAL ASSETS

LIABILITIES
Current
Accounts payable
Accrued liabilities

Total current liabilities

Noncurrent liabilities
Compensated absences

TOTAL LIABILITIES
NET ASSETS
Invested in capital assets

Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.

Governmental
Activities

3 479,535

199,370

678,905

1,601,150

2,280,055

4,181
13,156

17,337

10,942

28,279

1,601,150
650,626

$ 2,251,776




Charlotte Community Library

STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Program Revenues Net {Expenses)
Operating Revenues and
Charges far Grants and Change in
Functions/Pragrams Expenses Services Cantributions Net Assets
Governmental activities:
Recreation and cultural $ 587302 % 23874 $ 126,777 % (416,851}
General revenues:
Property taxes 359,895
Btate aid - unrestricted 18,961
Penal fines 189,838
Investment eamings 13,360
Other 13,970
TOTAL GENERAL REVENUES 506,022
CHAMGE IN NET ASSETS 179,371
Net assets, beginning of vear 2,072,405
Net assets, end of year $ 2251778

See accompanying notes o financial statements.




Charlotte Community Library
GOVERNMENTAL FUND BALANCE SHEET

June 30, 2008

General
ASSETS
Cash and cash equivalents $ 478,835
Due from other governmental units 199,370
TOTAL ASSETS § 678,805
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts payable § 4,181
Accrued liabilities 13,156
TOTAL LIABILITIES 17,337
FUND BALANCE
Unreserved
Designated for:
Special projects 297,443
Capital improvements 14,184
Subsequent years' expenditures 189,838
Undesignated 160,065
TOTAL FUND BALANCE 661,568
TOTAL LIABILITIES AND FUND BALANCE $ 678,905

See accompanying riotes to financial statements,



Charlotte Community Library

RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

June 30, 2008

Fund balance - governmental fund $ 661,568
Amounts reported for the governmental activities in the statement of nef assets are different because:

Capital assets used in governmential activities are not financial resources
and therefore are not reporied as assels in the governmental funds.

The cost of capital assets is $ 2,624,837
Accumuiated deprecialion is {1,023,687)
Capital assets, net 1,601,150

Long-term liabilities are not due and payable in the current periad the funds.
and therefore are not reported as Habilities in the funds. Long-term lHabilities
at year-end consist of:
Compensated absences {10,942}

Net assets of governmental activities $ 2,251,778

See accompanying notes to financial statements.



Charlotte Community Library

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUND

Year Ended June 30, 2008

General
REVENUES
Taxes $ 354,895
Charges for services 23,874
irdergovernmental 18,861
Fines and forfeits 188,836
Interest 13,360
Cther 140,747
TOTAL REVENUES 746,673
EXPENDITURES
Current
Recreation and cultura 464,660
Capital outlay 122,486
TOTAL EXPENDITURES 587146
NET CHANGE IN FUND BALANCE 159,527
Fund balance, beginning of year 502,041
Fund balance, end of year $ 661,568

See accompanying notes to financial statements.



Charlatte Community Library

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF THE GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Net change in fund balance - governmental fund 3 159,527
Amounts reported for governmentat activities in the statement of activities are different because:
Capital outiavs are reported as expenditures in governmental funds. However, in the

statement of activities, the cost of capital assels is allocated over thelr estimated useful lives
as depreciation expense. In the current period, these amounts are;

Capital outlay $ 120,525
Depreciation expense (101,308}
Excess of capilal outlay over depreciation expense 19,127

Some itemns reporied in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds.
These activities consist of:

Decrease in compensated absences 717

Change in net assets of governmental activities g 179,371

See accompanying notes to financial statements.



Charlotte Community Library
NOTES TGO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: DESCRIPTION OF LIBRARY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Under Public Act 24 of 1888, the City of Charlotte and the Townships of Carmet and Eaton created the Charlotte
Commurity Library on December 1, 1988, which is considered a District Library. Pubiic Act 24 defines the
Library's legal status as “an Authority under Section 6 of Article IX of the State Constitution of 1963" thereby
classffying the Library as @ Michigan Municipal Corporation. The City and Townships collect and distribute
property taxes that are levied by the Library. The Library has no stockholders, and all monies received are to be
used for certain specified purposes in accordance with the by-laws of the Library.

The governing body of the Library is a board, which is comprised of seven (7) members, three (3) appointed by the
City of Charlotte, two (2} appuinted by the Township of Carmel, and two (2} appointed by the Township of Eaton.
A Library Director is appointed by the board and is considered the executive officer of the Library.

The Charlotte Community Library's goal is to provide materials and services, which will furnish opportunities for
educational, informational, recreational, and cultural needs of the community.

The financial statements of the Library have been prepared in accordance with accounting principles generslly
accepted in the United States of America. The Governmental Accounting Standards Board is the accepted
standard-seliing body for establishing governmental accounting and reporting principles.  The Library's more
significant accounting policies are described below,

1. Reporting Endity

As required by accourting principles generally accepied in the United States of America; GASE Statement 14, The
Financial Reporiing Entily {as amended by GASE Statement 39);, and Slafement on Michigan Governmental
Accouriting and Auditing No. &, these financial statements present all financial aciivities of the Charlotie
Community Library, The Charloite Community Library has no activities that would be classified as component
units.

2. Basis of Presentation

GOVERNMENTWIDE FINANCIAL STATEMENTS

The siatement of net asseis and the statement of aclivities {the Government-wide statements) present information
for the Library as & whole.

The statement of activities presents the direct functional expenses of the Library and the program revenues that
support them. Direct expenses are specifically associated with a service, program, or daepartment and are
therefore clearly identifiable to a particular function. Program revenues are associated with specific functions and
include charges to recipienis of goods or services and grants and contributions that are restricied to meeting the
operational or capital reqguirements of that funclion, Revenues that are not required to be presented as program
revenues are general revenues. This inciudes all faxes, interest, and unrestrictad State aid payments and other
general revenues and shows how governmental functions are either self-financing or supporled by the general
ravenues of the Library.

FUND FINANCIAL STATEMENTS

The fund financial statements present the Library's only fund. The General Fund is the general operating fund of
the Library and is considered a major fund. 1t Is used o account for all financial resources of the Library.

3. Measurement Focus

The government-wide financial statemenis are presented using the economic resources measurement focus,
similar to that used by business enterprises or not-for-profit organizations. Because another measurement focus is
used in the governmental fund financial statements, reconciliaions to the government-wide statements are
provided that explain the differences in deiail.



Charlotie Community Library
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE A: DESCRIPTION OF LIBRARY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
CONTINUED

3. Messurement Focus - continued

Al governmental funds ere presented using the current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet.
Operating statements of these funds present increases (1.e., revenues and other financing sources) and decreases
{i.e., expenditures and other financing uses) in net current assets.

4. Basis of Accounting

Basis of accounting refers to the fiming under which fransactions are recognized for financial reporting purposes.
Governmental fund financial statements use the modified acerual basis of accounting. The government-wide
financial statements are prepared using the accrual basis of accounting.

Under the accrual hasis of accounting, revenue is recorded in the period in which it is eamed and expenses are
recorded when incurred, regardless of the timing of related cash flows. Property tax revenue is recognized in the
fiscai year for which it is levied. Revenues for grants, entilements, and donations are recognized when all
aligibility requirements imposed by the provider have been met. Deferred revenue is recorded when resources are
received by the Library before it has legal claim to them, such as whean grant monies are received prior o the
incurrence of qualified expenditures.

Under the modified accrual hasis of accounting, revenues are recognized when susceptible to accrual {i.e., when
they become both measurable and available). "Measurable” means the amount of the transaction can be
delermined and "available” means coliectible within the current period or soon encugh thereafter i be used (o pay
fiabilities of the current period. Revenues susceplible to accrual include property taxes, state aid, and interest
revenue. Other revenues are nof susceptible to accrual because generally they are not measurable uniil recelved
in cash. Expenditures are recorded when the related fund lability is incurred, except for principal and inlerest on
long-term debt which are recorded when due.

Resources are considered available if they are collected during the current fiscal year or soon enough afterward to
be used in payment of current year liabilities - defined as expected to be received within sixty days of vear-end.
Deferred revenues arise when potential revenue does not meet both the "measurable” and "avaiable” criteria for
recognition in the current period. Deferred revenues also arise when the Library receives resources before it has a
legal claim to them. In subsequeni periads, when both revenue recognition criteria are met, the liability for deferred
revenue is removed from the balance sheetl and revenue is recognized.

5. Budgets and Budgetary Accounting

The General Fund budget shown as required supplementary information fo the financial statements was prepared
on a basis consisient with the basis used to reflect actual results. The Library employs the following procedures in
establishing the budgetary data reflected in the financial statements.

a. The Library prepares the proposed operaling budget for the fiscal year commencing July 1. The operaling
budget includes proposed expenditures and resources to finance them.

b, Prior to incurring significant expenditures, the budget is legally enacted through Library Board action,
c. The budget is legally adopted at the total expenditure level and maintained at the account level,
d. Budgeted amounts are reported as originally adopted or amended by the Library Board during the year.

&. Cash and Cash Equivalents

Cash and cash equivalents consist of money market checking and savings accounts.

-8 -



Charlotte Community Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: DESCRIPTION OF LIBRARY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
CONTINUED

7. Due from Other Governmental Uniis

Due from other governmental units consists of penal fines, due from Eaton County, and State aid due from the
State of Michigan.

%, Property Taxes

The participating City and Townships levy and coliect property taxes for the Library. As the Library tax is collected
it is ramitted by the City and Township Treasurers. At March 1 sach year, the City and Townships settie their
delinquent taxes with the respective County Treasurer and the unpaid rezl property tax is remitted to the Library by
the County Treasurer in Eaton County. Delinquent personal property texes are retained by the Treasurers for
subsequent collection. The Library is permitied by state statute to levy up to 54 per $1,000 of assessed valuation
on property within the District. The voters approved a levy of .8 mills for a period of ten (10} years commancing
December 1, 2008.

The 2007 taxable valuation of the communities included in the Library District totaled approximately $423,854,390,
on which =d valorem taxes levied consisted of 8568 mills for the Library's operafing purposes. The ad valorem
taxes levied based on this were approximately $363,193. This amount, net of adiustments for board of review
adjustments, Michigan Tax Tribunal adjustments, and personal property taxes returned delinquent, is recognized in
the General Fund as tax revenue.

9. Capital Assels

Capital assets include buildings, equipment, and collection and are recorded {net of accumulsted depreciation, if
applicable) in the government-wide financial statements. Capital assets are those with an initial individual cost of
$1,000 or more and an estimated useful life of more than one year. Capital assets are not recorded in the
governmental fund. Instead, capital acquisition and construction are reflected as expenditures in the governmental
fund and the related assets are reported in the government-wide financia! statements. All purchased capital assels
are valued at cost where historical records are available and 2t an estimated historical cost where no historical
records exist. Donated capilal assets are valued af thelr estimated fair market value on the date received.

The cost of normal mainterance and repairs that do not add to the vaiue of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Buildings and improvements 40 years
Equipment and furniture 5 - 50 years
Collections 5 - 40 years

10. Compensated Absences

Based on the requirements of GASB Statement No. 18, Accounting for Compensated Absences, the Library has
recorded all lizbilities associated with compensated absences. Accumulated vested sick and vacation pay
amounts and non-vested sick and vacation pay amounts that are probable to vest and be paid at termination are
considered payabie from future resources and are recorded along with the releted payroll taxes as a noncurrent
liability in the government-wide financial statements,

11. Comparstive Data

Comparative data for the prior year has not been presented in the accompanying financial statements since the
inclusion of comparative data would make the statements unduly complex and difficult to read.



Charlofte Community Library
NOTES TO FINANCIAL STATEMENTS

June 34, 2008

NOTE B: CASH AND CASH EQUIVALENTS

In accordance with Michigan Compiled Laws, the Charlotle Community Library is suthorized to invest in the
following investment vehicles:

1. Bonds, securities, and other obligations of the United States or an agency or instrumentality of the United
Slates.

2. ZLertificates of deposit, savings accounts, tdeposit accounts, or depository receipts of a Stale or nationally
chartered bank or a State or Federally chartered savings and loan association, savings bank, or credit union
whose deposits are insured by an agency of the Uniled States govemnment and which mzintzins = principal
office located in this State under the laws of the State or the United States, but only i the bank, savings and
loan association, or credit union is eligible fo be a depository of surplus funds belonging fo the State under
Section 5 or 6§ of Act No, 105 of the Public Acts of 1855, as amended, being Section 21.145 and 21.146 of the
Michigan Compiled Laws.

3. Commercial paper rated at the time of purchase within the three {3) highest classifications established by not
less than two (2) standard rating services and which matures not more than 270 days afier the date of
purchase,

4. The United States government or federal agency obligations repurchase agreements,
5. Bankers acceplances of United States banks.

6, Mutual funds composed of investment vehicles that are legal for direct investment by local unils of government
in Michigan,

Federal Deposit Insurance Corporation (FDIC) reguiations provide thal depasits of governmental unils are 1o be
separately insured for the amount of $100,000 for deposits in an insured hank for savings deposils and $100,000
for demand deposits. Furthermore, if specific deposits are regulated by statule or bond indentwre, these specific
deposits are to be separately insured for the amount of $100,000. Michigan Compilled Laws altow for
collateralization of government deposits i the assets for pledging are acceptable to the State Treasurer under
Section 3 of 18556 PA 105, MCL 21.143, to secure deposits of State surplus funds, securities, issued by the
Federal Loan Morlgage Corporation, Federal National Mortgage Assoclation, or Government National Mortgage
Association.

Deposils

Beposits of the Library are at federally insured banks located in the State of Michigan with ali accounts maintained
in the name of the Library. As of June 30, 2008, the Library accounis were insured by the FDIC for $213,720 and
the amount of $267,168 was uninsured and uncollateralized.

There is a custodial credit risk as it related to deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the Library's deposits may not be returned to it. As of June 30, 2008, the carrying amount of the
Library's deposits was $479,535 and the bank balance was $480,888.

Credil Risk
State law limits investments in certain types of investments o a prime or better rating issued by nationally

recognized statistical raling organizafions (NRSRGO's). As of June 30, 2008, the Library did not have any accounts
that would be subject to raling.



Charlotte Community Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE B: CASH AND CASH EQUIVALENTS - CONTINUED

Interest rate risk
The Library will minimiza interest rate risk, which is the risk that the market value of securities in the portiolio will

fall due to changes in market interest rates, by designating its investment portfolio with the objective of obtaining a
rate of return through the economic cycles considering risk consiraints and cash flow characteristics.

Custodial credit risk

The Library will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by limiting invesiments to the types of securities listed in PA 20 of 1943, 120.91 section 1 and pre-
gualifying the financlal institutions, brokersidealers, intermediaries, and advisors with which the Library will do
business.

Concentration of credit risk

The Library will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Library's investment in @ single issuer, by diversifying the investment portiolio by security type 1o ensure that
potential losses on individual securities do not exceed the income generated from the remainder of the portfolio.

Due to significantly higher cash flow at certain periods during the year, the amount the Library held as cash and

cash equivalents increased significantly. As a result, the amount of the uninsured and uncollateralized cash and
cash equivalents were substantially higher ai these peak periods than at year-end.

NOTE C: CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2008, was as follows;

Balance Balance
e July 1, 2007 Additions Disposals  June 30, 2008
Capltal assels being depreciated
Buildings and addifions $ 1,028,718 § 62148 % - $ 1,090,868
Equipment and furniture 358,870 8,111 - 366,781
Collections 1,158,626 50,265 (41703 ) 1,167,188
Totals at historical cost 2,546,015 120,525 { 41,703 2,624,837
Less accumulated depreciation for,
Builgings and additions { 87,184 { 30,753) - { 117,837}
Equipment and furniture { 178,031 ) { 18813) - { 184,844 )
Collections [ 898777 { 58383213 41.703 { 710,906}
Total accumuiated depreciation { 963992 { 101,398 41,703 (1023687 )
Capital assets, net $ 1882023 § 19127 § 0- $ 1.601,150

=14 -




Charlotte Community Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE D: COMPENSATED ABSENCES

The following is a surnmary of changes in compensated absences {including current portions) of the Library for the
year ended June 30, 2008;

Amounts
Balance Balance Due Within
July 1, 2007 Additions Deletions June 302008 One Year
Compensated absences 3 11,689 & 13834 & 14 551 g 10842 § -

Significant details regarding outstanding long-term debt {including current portions) are presented below:

Compensaled Absences

In accordance with Library personnel policies, individual employees have rights upon termination of employment to
receive payment for unused vacation and sick leave under the formulas and conditions specified in the personnel
policiss. The dollar amount of these rights {vested and probable to vest) including related payroll taxes amounted
to $10,942 for compensated absences at June 30, 2008. This amount has been recorded in the governmeni-wide
financial statemenis.

NOTE E: FUND BALANCE DESIGNATIONS

Designated fund balance is used {o earmark a porlion of fund balance lo indicale that It is not available for
expenditure due to being segregated for a specific fulure use.

The following are the fund balance designations as of June 30, 2008:

General Fund

Designated for special projects $ 207443
Designated for subsequent years' expenditures 189,836
Designiated for capital improvements 14.194

$ 501473

NOTE E: RISK MANAGEMENT

The Library participates in a pool, the Michigan Municipal Liability and Property Pool, with other municipaiities for
auto, property, additional equipment, boiler and machinery, official bond and oath, crime, and liability losses. The
pool is organized under Public Act 138 of 1982, as amended as a governmental group property and casualty self
insurance pool. In the event the pool's claims and expenses for a policy year exceed the total normal annual
premiums for said years, ail members of the specific pool's policy yvear may be subject 1o special assessment o
make up the deficiency. The Library has not been informed of any special assessments being required.

The Library also participates in a pool, the Michigan Municipal Workers' Compensation Fund, with other
municipalities for workers’ compensation losses. The pool is organized under Public Act 317 of 1869, as
amended, In the evenl the pool's claims and expenses for a policy year exceed the lotal normal annual
premiums for said years, all members of the specific pool's pelicy year may be subject lo special assessment to
make up the deficiency. The Library has not been informed of any special assessments being required.
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Charlotte Community Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE G: RETIREMENT PLAN

Blan Deseription

The Library participates in the Michigan Municipal Employees Retirement System, an agent multiple-employer
defined banefit pension plan that covers all eligible (i.e., full-lime) employees of the Library. The system provides
refirernent, disability, and death benefils {o plan members and thelr beneficiaries. The Michigan Municipal
Employees Relirernent System issues a publicly available financial report that includes financial statements and
required supplementary information for the system. That report may be obfained by writing 1o the Syslem at 1134
Municipal Way, Lansing, Michigan 48917.

Funding Folicy

The obligation to contribute to and maintain the system for these employees was established by the Library Board.
The ptan requires a contribution from the Direclor and Children's Librarian at 3.40 percent {under the B-3 benefit
program) and the Library confributes the remaining amounts necessary to fund the system.

Annual Pension Cost

For the year ended June 30, 2008, the Library's annual pension cost of $24,732 for the plan was squal to the
[Lrary's required and actual confribution. The eslimaled annual required contribution was delermined as part of
an acluarial valuation at December 31, 2008, using the eniry actual age cost method, Achual reguired
contribufions are based on current monthly payroll fimes an actuarially computed employer confribution rate,
Significant actuarial assumptions used include (a) an 8.00 percent investment rate of return {b) projected salary
increases of 4.5 percent per year compounded annually, atlributable to inflation {c) additional salary increases
ranging from 0% to 8.4% per year depending on age, seniority and merit, and (d) assumption benefits will not
increase after retirerment. The actuarial value of assels was determined using technigues that smooth the effects
of short term volatility over a four (4) year period. The unfunded actuarial liability is being amortized as a level
percentage of payroll over a 32 year period on a closed basis.

Three (3) vear trend information

Yeaar Ended December 31,

2005 2006 007
Actuarial value of assels . $ 207827 $ 35207 § 333,983
Actuarial accrued liability (AAL) 472,885 507,254 529,668
Unfunded AAL 175,058 192,047 195,685
Funded ratio 53% 62% 63%
Covered payroll 175,150 188,064 189,170
UAAL as a percentage of covered payroll 100% 102% 103%

Year Ended June 30,

20086 2007 2008
Annual pension cost $ 2423 0§ 2472 0§ 24732
Parcentage of APC contributed 100% 100% 100%

Net pension obligation - - -
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Charlette Communtty Library
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE H: POST-EMPLOYMENT HEALTH CARE BENEFITS

The Library provides certain health care benefits for the Library Director who retired in June of 2000. The Library
pays 22% per month loward the cost of health insurance premiums and the City of Charlotie pays 78%. If the
Library's portion exceeds $200 per month, it is the Library Direstor's responsibility to pay any amount above and
beyond the $200.

The cost of retirees’ health care benefits is recognized as an expenditure as insurance premiums are paid, For the
year ended June 30, 2008, those costs totaled $1,422 and were paid from the General Fund,

The Governmental Accounting Standards Board has released Statement No. 45, Accounting and Reporting by
Employers for Postempioyment Benefils Other Than Pensions. The new pronouncement provides guidance for
tocal units of government in recognizing the cost of refiree health care, as well as any “other” postemployment
benefits (other than pensions). The new rules will cause the government-wide financial statements to recognize
the cost of providing refiree health care coverage over the working life of the new employee, rather than at the time
the health care premiums are paid. The new pronouncement is effective for the year ending June 30, 2010.

NOTE . EXCESS OF EXPENDITURES OVER APPROPRIATIONS

Michigan Public Act 621 of 1878, Section 18 and 19, as amended, provides that a local governmental unit not incur
expenditures in excess of the amount appropriated.

In the required supplementary information to the financial statements, the Library's budgeted expenditures in the
General Fund have been shown at the functional classification level. The approved budget for the Library has
been edopted at the total expenditure level,

During the vear ended June 3G, 2008, the Library incurred expenditures in the General Fund in excess of the
amounts gppropriated as follows:

Amounts Amounis
Appropriated Expended Variance
Total expenditures $§_ 541,637 8 587146 § . 45500
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Charlotte Community Library
General Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended June 30, 2008

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
REVENUES
Taxes $ 363,150 $ 359,895 § 359,805 $ -0-
Library fees 20,650 23,555 23,874 318
Intergovernmental - 18,855 48,881 108
Penal fines 121,703 121,703 189,836 68,133
interest 8,000 13,380 13,360 -0-
Other
Donations - - 126,777 128,777
Other 800 11,000 13,870 2,870
TOTAL REVENUES 514,303 548,368 746,673 188,305
EXPENDITURES
Recreation and cultural
Salartes and wages 262,506 272736 272,580 156
Payroll taxes 21,185 21,930 21,800 30
Fringe benefits £7.645 80,870 80,407 463
Utilities 24,400 24,400 23,259 1,141
Supplies 9,036 9,936 0,373 583
Printing 200 900 455 445
Repairs and maintenance 7.500 7,500 6,452 1,048
Insurance 8,895 7,785 7,785 -0~
Contractual services 358,775 47 103 40,250 6,853
Travel 900 875 G970 ]
Dues and memberships 1,600 1.000 o685 35
Miscellaneous 300 300 254 46
Total recreation and cuftural 460,952 475,445 464 660 10,785
Capital outlay
Books and other materials 48,350 58,042 52,194 £,848
Memorial books - - 940 {940
Furniture and equipment 5,000 7,150 6,253 897
Building imorovements - - §3,099 (63,099)
Total capital outlay 53,350 66,192 122,486 {56,294)
TOTAL EXPENDITURES 514,302 541,637 587,146 {45,509)
NET CHANGE N FUND BALANCE 1 6,731 159,527 152,796
Fund batance, beginning of ysar 502,041 502,041 502,041 -{-
Fund balance, end of year § 502,042 $ 508,772 $ 661,568 § 152,798
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To the Board of Trustees
Charlotte Community Library
Charlotte, Michigan
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ABRAHAM & GAFFNEY, P.C.

Certified

Public Accountants

MANAGEMENT LETTER

3511 Coolidge Road

Suite 100

East Lansing, M| 48823

{517) 351-6836

FAX: [517} 351-6837

As you know, we have recently completed our audit of the records of the Charlotte Community Library as of and
for the year ended June 30, 2008. In connection with the audit, we would like to bring the following suggestion to
your attention for your consideration.

The Library should prepare for implementation of GASB Statement #45.

The Governmental Accounting Standards Board has issued Statement No. 45, Accounting and Reporting
by Employers for Postemployment Benefits Other Than Pensions. The new pronouncement provides
guidance for local units of government in recognizing the cost of retiree health care, as well as any “other”
postemployment benefits {other than pensions). The new rules will cause the government-wide financial
statements to recognize the cost of providing retiree health care coverage over the working life of the new
employee, rather than at the time the health care premiums are paid. The new pronouncement is effective
for the Charlotte Community Library the year ending June 30, 2010.

The Library is subject to this new standard because it pays a portion (up to $200 per month) toward the cost of
health insurance premiums for the former Library Director who retired in June of 2000.

We would like the Board to be aware of this upcoming change and also suggest that the Library begin to
discuss options for calculating the amount of the liability to be recorded in the statement of Net Assets. The
Board has the option of contracting an actuary to determine the liability or calculating the liability using an
alternate method described in GASB Statement No. 45.

This condition was considered in determining the nature, timing, and extent of the audit tests to be applied in our
audit of the basic financial statements, and this report does not affect our report on the basic financial statements

dated October 3, 2008.

This report is intended solely for the information of management and the Board of Trustees of the Charlotte
Community Library and is not intended to be, and should not be, used by anyone other than these specified

parties.

We wish to express our appreciation for the courtesy and cooperation extended to us during our audit. We are
available to discuss this suggestion with you and to provide assistance in the implementation of improvements.

Olnclronn % JAMRpen , P-C.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

October 3, 2008

East Lansing =
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REPORT ON INTERNAL CONTROL GVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF THE FINANCIAL STATEMENTS

To the Board of Trustees
Charlotte Community Library
Charlotte, Michigan

We have audited the financial statements of the governmental activities and the major fund of the Charlotte
Community Library as of and for the year ended June 30, 2008, which collectively comprise the Library's basic
financial statements and have issued our report thereon dated October 3, 2008, We conducted our audit in
accordance with auditing standards generally accepted in the United States of America.

Internal Control Qver Financial Reporting

In planning and performing cur audit, we considered the Library's infermnal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effeclivensss of the Library's infernal control over financial
reporting.  Accordingly, we do not express an opinion on the effectivensess of the Library's internal control over
financial reporting.

Qur consideration of internat control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal contro! over financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficlencies in internal control over financial reporting that we consider to be significant deficiencies.

A controt deficiency exists when the design or operation of a control does not allow management or employess, in
the normal course of performing thelr assigned functions, to prevent or detect misstatements on a timely basis. A
significant deflciency s a control deficiency, or a combination of control deficiencies, that adversely affects the
entity’s ability to inifiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
finarcial statements that is more than inconsequential will not be prevented or detected by the entity's internal
contrel. We consider the following deficiencies lo be significant deficiencies in infernal condrol over financial
reporting:

PREPARATION OF FINANCIAL STATEMENTS

Statemnert on Audiling Standards No. 112 titted Communicating Internal Control Related Matters tdentified in
an Audil, requires us to communicate when a client requires assistance In the preparation of financial
statements and the related footnotes that are required in accordance with accounting principles generally
accepted in the United States of America. Throughout the year the Library prepares monthly financial
reporting at the fund level. The annual audited financial statements for the year ended June 3¢, 2008 for the
Library required few audit adjustments. This issue was noted and reported in our audit comments last year,

The staff at the Library understands substantially all of the information included in the financial statements, and
as such are able o take responsibility for the content.  However, the presentation of financial statements in
accordance with generally accepted accounting principles also includes the preparation of government-wide
financial statements and note disclosures. Currently the government-wide financial statements and note
disclosures are prepared during the audit process.

East Lansing = Rochester Hills = 5t Johns



PREPARATION OF FINANCIAL STATEMENTS - CONTINUED

We are communicating these circumstances as required by professional standards, and do not see a need for
any change in the situation at this time.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity's internal control.

Our consideration of the internal control over financlal reporting was for the limited purpose described in the first
paragraph of this seclion and would not necessarnily enlify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered o be material weaknesses. However, we believe that the significant deficiency described below is a
material weakness in internal control over financial reparting.

MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS

Materiad journal entries for the proper recognition of capital oullay expendilures, due from other
governmenial unils, cash, and payroll liabilities were proposed by the auditors. These misstatements were
not detected by the Library's internal control over financial repotting.  Statement on Auditing Standards No.
112 (SA3 112}, Communicaling Infernal Control Related Malfers Ideniified in an Audit, emphasizes that
management is responsible for establishing, maintaining, and monitoring internal controls, and for the fair
presentation in the financial statements of financial position, results of operations, and cash flows {(when
applicable), including the notes fo financial statements, In conformity with U.S. generally accepted
accounting principles. The auditor cannot be a part of internal controls.

We recommend that the Library take steps to ensure that material journal entries are not necessary at the
time future audit analysis is performed,

Comolianee ang Other Matiers

As part of obtaining reasonable assurance about whether the Library's financial statements are free of materiai
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounis. However, providing an opinion on compliance with those provisions was not an
abjective of ocur audit, and accordingly, we do not express such an opinion. The results of our tests disclosed the
folipwing instance of noncompliance:

BUDGETS

As nofed in the financial statements, total General Fund expenditures of the Library exceeded the amounts
appropriated. This issue was noted and reported in our audit comments last vear.

Michigan Public Act 821 of 1978, as amended, provides that the Library adopt a formal budget for the General
Fund, and shall not incur expenditures in excess of the amounts appropriated.  Also, the Public Act requires
amendments to be performed prior to incurming additional expenditures.

We recommend the Library monitor expenditures against the adopted budget and make appropriate budgst
amendments as needed.

This report is intended solely for the information and use of management and the Buard of Trustees of the

Charlofte Community Library, others within the Library, and the applicable depariments of the Sate of Michigan
and is not intended to be and should not be used by anvone other than these specified parties.

Clmebavm 4 Fooran <.

ABRAHAM & GAFFNEY, P.C,
Certified Public Accountanis

Qctober 3, 2008



